University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

3-10-1988

I.m.f. Studies Plan To Alleviate Debt Burden
John Neagle

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Neagle, John. "I.m.f. Studies Plan To Alleviate Debt Burden." (1988). https://digitalrepository.unm.edu/notisur/1345

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 075234
ISSN: 1060-4189

I.m.f. Studies Plan To Alleviate Debt Burden
by John Neagle
Category/Department: General
Published: Thursday, March 10, 1988
The International Monetary Fund is examining a debt relief plan presented by Arjun Sengupta of
India, one of the IMF's 22 directors, marking the first time that the Fund has formally discussed
such ideas. A principal feature of the plan is that Third World debtors would receive the benefit of
some discount that the markets and most large creditor banks have recognized in the valuation of
debt. Sengupta's plan is similar to others advanced in recent months by bankers and academics,
and to a trade bill passed by the House which calls on the US to work toward establishing an
international debt facility. The Reagan administration opposes the Sengupta plan because it would
require additional obligations that would have to be assumed by the IMF, which is expected to
seek new money from members next year. Last week, Treasury Secretary James Baker reiterated
for the benefit of a congressional committee, US opposition to any plan requiring assistance from
taxpayers of creditor nations. Under the Sengupta plan, the IMF debt facility would buy a portion
of a country's debt at the agreed discount, and the banks would receive IMF bonds. The tradeoff would be determined in negotiations in which the Fund, debtor country and creditor banks
participate. The debtor nation's obligation would then be to the Fund. Before seeing part of its
debt written off, the debtor nation would have to commit to pursuing a Fund-monitored economic
improvement program. Costs of the program would be shared by the IMF and the debtor nation,
or the IMF's contingent liability assumed in issuing its bonds to the banks, and the debtor nation's
service of the remaining portion of its debt. Sengupta told the IMF board that a criterion for sharing
the costs should be the ability to pay. In alluding mainly to Japan and West Germany, Sengupta
wrote, "In terms of that criterion, the countries with surplus resources should be bearing greater
proportion of the costs." These two countries are running trade surpluses that together are almost
equal to the US trade deficit. He added, "It is quite legitimate for the international community to
expect that Japan would take a lion's share of the contingent liability and allow the mechanism
to be implemented." The principal rationale of his plan, and others based on similar objectives,
said Sengupta, is "to improve the operation of the international capital markets by first removing
the excessive debt overhang, after which the normal market force should be able to meet the
requirements of the indebted countries." (Basic data from New York Times, 03/08/88)
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